OHS Stewardship - Integration of OHS in Corporate Governance  by Lo, Daniel
 Procedia Engineering  45 ( 2012 )  174 – 179 
1877-7058 © 2012 Published by Elsevier Ltd.
doi: 10.1016/j.proeng.2012.08.139 
2012 International Symposium on Safety Science and Technology 
OHS Stewardship - Integration of OHS in Corporate Governance 
Daniel LO* 
Industrial Foundation for Accident Prevention, 128 Farrington Road, North Lake, WA 6955, Australia 
Abstract 
The demise of several high profile corporations worldwide has reinforced the importance of strong corporate governance. Coupled with 
the changing regulatory landscape, Occupational Health and Safety (OHS) is increasingly being treated as a key corporate governance 
issue. Besides presenting the rationale for including OHS in corporate governance, this paper examines an OHS governance model 
proposed by Health Safety Executive (UK) and how its principles complement the due diligence requirements under the harmonised 
Work Health and Safety Act (Australia). The application of this governance model will help to facilitate engagement of OHS at the 
highest level and to integrate OHS as a strategic business value. Given the significant relationship between governance practices and 
investment decisions, board level OHS engagement is critical in promoting investor confidence. 
 
© 2012 The Authors. Published by Elsevier Ltd. Selection and/or peer-review under responsibility of the Beijing Institute of 
Technology. 
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1. Introduction 
The spectacular governance failures such as Enron, Tyco, WorldCom, Adelphi, Global Crossing, One.Tel, HIH 
Insurance and many other well established organizations have gained much attention in the area of effective corporate 
governance. One of the main reasons for the collapses of these corporations has been “attributed to failures and weaknesses 
in corporate governance arrangements which did not serve their purpose to safeguard against excessive risk taking” [1]. 
Consequently, the US federal government enacted the Sarbanes-Oxley Act in 2002, Australia passed the Corporate Law 
Economic Reform Progam (Audit Reform & Corporate Disclosure) Act in 2004. Furthermore, several guidelines and codes 
on principles of corporate governance have been developed, and recommendations from reports of corporate governance 
have been adopted [2-8]. 
 
Beyond implementing the guidelines and principles, corporate governance “influences how the objectives of the 
company are set and achieved, how risk is monitored and assessed, and how performance is optimised” [9]. In short, 
corporate governance is about making informed decisions and providing business confidence. Closely linked to the core 
values of corporate governance are global convergence of corporate social responsibility, business sustainability and triple 
bottom line reporting [10]. Indeed, this trend is largely driven by stakeholders’ increasing desire for greater transparency 
and accountability when reporting performance of companies in the areas of economy, environment and society. Reiterating 
the relationship between environment, social and governance (ESG) issues and shareholder value is the endorsement of the 
Principles for Responsible Investment (PRI) by the United Nations, with more than a thousand signatories to these 
principles [11]. 
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If corporate governance is "the system by which companies are directed and controlled” [2], then OHS governance must 
be part of this system. Indeed, OHS is increasingly being treated as a key corporate governance issue. Since the release of 
the Turnbull Report, which requires companies to establish an effective system of internal control for not just financial risks, 
but for risks relating to the environment, technology, business reputation and health and safety [3, 12], many organizations 
are including OHS as part of their strategic planning and decision making process. 
2. Changing Regulatory Landscape 
Driven by a globalised marketplace and the rise of emerging economies, the Federal Government of Australia is 
committed to a seamless national economy and to bring down the cost of regulatory fragmentation. The stage for OHS 
legislative reform began since the release of the 1995 Industry Commission Report, which recommended among its 
proposals to “streamline but strengthen regulation using fewer legislative rules … and to overhaul Commonwealth-State 
arrangements to enable the Governments to work together more effectively to improve health and safety at work for all 
Australians” [13]. Thus, OHS harmonization is an attempt to bring together ten principal OHS statutes across Australia with 
hundreds of regulations and codes of practice under one model WHS legislative framework. This is in line with one of the 
Robens’ principles for a better OHS outcome, by having “a single enabling statute to define clearly the rights and duties of 
all parties who influence the risks to health and safety at the workplace.” 
The Australian government indicated that “harmonising OHS laws will benefit companies, workers and the community 
by achieving savings estimated at $180 million” [14, 15]. Therefore, to achieve better business productivity and OHS 
outcome, the Intergovernmental Agreement for Regulatory and Operational Reform in OHS (IGA) was signed by the 
Council of Australian Governments (COAG) in July 2008 [16]. This led to the development and passing of the model Work 
Health and Safety Act in Commonwealth, New South Wales, Queensland and the Territories as of Jan 2012. The rest of the 
States are expected to introduce similar legislations in their respective parliaments by the end of 2012.   
2.1. Harmonized Work health and Safety Act 
The Model WHS Act is not significantly different from current Western Australian Occupational Safety and Health laws. 
Much of it is based on policies that are common to many jurisdictions. Nonetheless, the landmark adoption of the explicit 
definition for “officer” (Section 9 of the Corporations Act 2001) in the harmonised legislation has imposed a positive duty 
on Board of directors, C-level executives, senior management team and other people with substantial control over the 
businesses. A failure to exercise this positive duty gives rise to an offence, irrespective of whether the company has 
contravened the Act. Consequently, due diligence is the “corporate governance responsibility of officers with respect to 
work health and safety” [17]. In carrying out due diligence, under Section 27(5) of the Model Work Health and Safety Act, 
officers need to take the following measures to: 
 acquire and keep up-to-date knowledge of work health and safety matters;  
 gain an understanding of the hazards and risks associated with the nature of the operations; 
 ensure that the business or undertaking has appropriate resources and processes to enable risks to health and safety 
arising from work carried out as part of the business or undertaking to be eliminated or minimised;  
 ensure that the business or undertaking has appropriate processes for receiving and considering information about 
incidents, hazards and risks and responding in a timely way; 
 ensure that the business or undertaking implements processes for complying with its duties and obligations. 
Furthermore, punitive measures have been put in place to serve as strong deterrence against violators of the new Work 
Health and Safety Act. For instance, breaches of regulations under the harmonised law can attract penalties of up to $3 
million for companies and $600,000 and up to 5 years imprisonment for individuals. Among the present State and Territory, 
these figures represent more than two times the highest possible fines in the pre-model OHS legislation.  
The WHS Act places the primary duty of care and various other duties and obligations on a ‘person conducting a 
business or undertaking’ (PCBU). A ‘person’ may be an organization or an individual, including a body corporate 
(company), unincorporated body or association and a partnership. The broader definition encompasses the existing 
categories of stakeholders – employers, self-employed, body corporate, manufacturers, labour hirer and other general duty 
holders - that are stated in the Occupational Safety and Health Act 1984 (Western Australia). Also, primary duty of care can 
be applied to multiple duty holders at the same time. I.e. A person can have more than one duty and more than one person 
can have a duty of care.  
Undoubtedly, the strategic importance of OHS has been elevated with the introduction of harmonised model Work 
Health and Safety Act.  As a result of the increased regulatory obligations on the duties of “officers,” there is now greater 
urgency for corporate executives to ensure effective implementation of the OHS management system, and to exercise 
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personal due diligence [17]. Essentially, these changes in the OHS legislations are compelling organizations to improve 
their governance structure and process. To achieve this, the board needs to integrate OHS into the corporate governance 
structure, including Board sub-committees such as risk and audit.  Furthermore, there needs to be alignment of the corporate 
values with the OHS objectives and strategies.  
3. Model for OHS Governance 
The corporate governance framework depends on factors such as the legal, regulatory, and institutional environment.  
Due to differences in the political system and economic development, diversity in cultural and social context in which 
businesses operate, there is no one best or “right” model for OHS governance [18]. However, there are fundamental 
principles that organizations can subscribe to. These principles should facilitate a holistic approach to the operation of 
checks and balances. HSE proposes a framework for OHS governance (see Fig. 1) that is based on these seven principles: (1) 
Director competence; (2) Director roles and responsibilities; (3) Culture, standards and values; (4) Strategic implications; (5) 
Performance management; (6) Internal controls and (7) Organizational structures [19]. These principles intersect with the 
due diligence requirements under the harmonised model Work Health and Safety Act (see Table. 1).  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Fig.1. Due diligence requirements and principles of OHS governance. 
3.1. Harmonized work health and safety act 
A mantra that is fast becoming a cliché: safety is everyone’s responsibility. Yet, when it comes to the need for OHS 
competency training, organizations seem to send the conflicting message that employees on the ground are the only ones 
who need them. Mention about OHS training and several organizations will immediately associate that with general skills-
based OHS training confined to forklift operation, first aid, fire-fighting, working at heights, etc. As if OHS training is only 
relevant for the operational employees to the exclusion of senior management and directors. What about OHS training for 
directors? Since competencies of directors and board effectiveness are closely linked, any deficiencies in business critical 
knowledge can impact the directorial performance [20]. Therefore, directors must not only have a broad knowledge of the 
OHS issues affecting their organizations, they need to have a good understanding of the costs of OHS related injuries and 
illnesses. This includes “an understanding of the hazards and risks associated with the nature of the operations” [17]. 
Moreover, the acquiring and keeping up-to-date knowledge of work health and safety matters is one of the critical measures 
for exercising officers’ due diligence under the harmonised legislation.  
3.2. Director roles and responsibilities 
Directors must recognise their legal obligations to exercise due diligence as “officers” under S27 of the model Work 
Health and Safety Act. Also, they should understand their roles in governing OHS matters in their organizations, though 
changing regulatory landscape is increasing the complexity of these roles [21]. These key roles include setting OHS policy 
177 Daniel LO /  Procedia Engineering  45 ( 2012 )  174 – 179 
and strategy development, establishing standards, performance monitoring and internal control. Depending on the size and 
complexity of the organization, the Chair, the appointed Non-Executive Director, the CEO and the CFO, and sub-
committees will play different roles in governing OHS. Therefore, it is important to define and to formalise the terms of 
reference for these roles and responsibilities. Of course, the Board would need to have access to accurate, relevant and 
timely information to carry out their roles and responsibilities effectively. 
3.3. Culture, standards and values 
Recognising the impact a positive culture has on OHS, the call for building and promoting a safety and health culture at 
the workplace has been given more prominence globally [22]. Board of directors can play their roles by taking ownership of 
OHS governance and performance. Effective implementation of corporate governance is determined by the “moral values of 
the company culture” [23]. I.e., organizations can only achieve high standard of OSH performance as far as their safety 
culture will take them [24-27]. Also, studies have shown that organizations with a resilient safety culture are more effective 
in preventing incidents at the workplace [28]. The Board should reinforce an OHS culture within the business where core 
values and standards are not compromised, which is one of the biggest challenges for many CEOs [29]. The Chairman and 
CEO need to lead by example in building a culture of transparency and broad base consultation throughout the functional 
areas.  
3.4. Strategic implications 
The importance of strategy formulation and implementation as part of corporate governance cannot be over-emphasized 
[30, 31]. Strategy focus should not be limited to wealth creation for shareholders. Equally important, the board should be 
aware of the long-term OHS implications for decisions made. For instance, Prof Andrew Hopkins [32] in the 2009 WAOSH 
safety conference issued this challenge: “Have your organization and CFO risk assessed their cost-cutting measures?” 
Directors need to be aware of both the external business factors such as politics, technology, economic, social and 
legislative, and the internal organizational factors such as resources, processes and structure that can impact OHS 
governance. Such strategic business analysis should lead to the development of corporate wide strategies to mitigate or 
minimise their influences on OHS, and to ensure compliance with regulatory requirements. Before such strategies can be 
developed, there needs to a process for the Board to receive and make informed decisions about incidents and hazards that 
can potentially be material business risk.  
3.5. Performance management 
Often boards may not be seen to value OHS enough to manage OHS performance effectively. To set the tone that OHS is 
an important core value, the Board should set key objectives and goals for OHS management with a line of sight that clearly 
identifies that the system is in compliant. Usually these outcomes reflect the sound principles of quality control and 
continual improvement of the management system: Plan-Do-Check-Act [33]. Incentive schemes for driving good OHS 
performance can be considered, but the Directors should be careful to avoid conflicting incentives (e.g. reward for zero 
LTI/Ds) where the integrity of incident reporting may be compromised. Wherever possible, key performance indicators 
should be focused on leading indicators rather than lagging indicators. Also, there is a need for more meaningful and 
reliable positive measures for OHS that can be used across industries [29].  
3.6. Internal controls 
Studies have shown that organizations with better internal controls produce better compliance performance [34, 35]. 
There should be a sound system of risk oversight management and internal controls, because they play a critical role in the 
management of enterprise risks that may impact the achievement of corporate objectives. Beyond understanding the nature 
and risks profile of the business, directors should ensure that these OHS risks are identified, assessed and well managed. 
Internationally accepted Risk Management Standards AS/NZS ISO 31000:2009 should be used as the best practice 
framework and guidance to harmonise risk management practices across business silos, and throughout the entire corporate 
environment. Part of the governance review will require the Board to ensure that the established internal controls remain 
relevant to the evolving business environment [3].   
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3.7. Organizational structure 
Good corporate governance provides an appropriate structure through which the OSH objectives of the organization are 
established, and the means of attaining those objectives and monitoring performance are determined. This can only be 
achieved when OHS is embedded as part of the overall organizational strategic and management planning. One of the 
common issues encountered in corporate governance include fragmented responsibilities and management oversight across 
the board and various sub-committees [36]. Therefore, to ensure synergy between the corporate goals and OHS objectives, 
the board should integrate the OHS governance process into the main corporate governance structures within the business, 
including the activities of the main board and its sub-committees, including risk, remuneration and audit.   
 
Table 1. Due diligence requirements and principles of OHS governance 
 
Governance 
Principles 
Up-to-date 
knowledge 
Understanding 
hazards/risks 
Resources and 
processes to 
minimise risks 
Processes for OHS 
input and prompt 
responses 
Process for complying with 
duties and obligations 
Director competence X X    
Director roles/ 
responsibilities 
X X X X X 
Culture, standards, value X X X X X 
Strategic implications   X X X 
Performance management   X X X 
Internal controls   X X X 
Organizational structure   X X X 
4. Conclusions 
Corporate governance and OHS have long been viewed as two different entities like water and oil that do not mix. 
Several organizations have delegated OHS as an operational issue that does not warrant higher level of strategic discussion. 
Traditionally, board involvement tends to focus on the potential returns in organizational activities and underestimate the 
OHS risk that can have huge impact on the bottom-line. Until OHS issues are considered material business risks at the board 
level, organizations will unlikely support any OHS initiatives with the critical resources, much less integrate OHS within the 
corporate governance structure and process. However, to continue pushing OHS outside the boundary of corporate 
governance is increasingly an untenable proposition. As corporate executives are increasingly being made personally liable 
for OHS performance, and shareholders are demanding for more accountability in business reporting, it is imperative for 
organizations to integrate OHS as part of their corporate governance. 
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